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CIVIL AERONAUTICS BOARD
The CAB will be phased out two years earlier than currently planned under a bill
recently sent to Congress by the Department of Transportation. Under the propo
sal, the Board would be out of business on 9/30/82, which would supercede the
current timetable set up under the Airline Deregulation Act of 1978. As a conse
quence, the Board’s control of air fares would end three months earlier than the
1/1/83 date provided under the Act. Various functions of the Board will be trans
ferred to the Department of Transportation, while those powers not specifically
transferred by law would be ended.
FEDERAL RESERVE BOARD
A study of the potential effects of the acquisition of thrift institutions by banks
and bank holding companies will be undertaken by the Board (see the 3/23/81 Fed.
Reg., pp. 18067-68). Public comments are being sought to assist the Board in
completing its study. Comments must be received by 4/30/81. For additional in
formation contact Michael Bleier at 202/452-3721.
MUNICIPAL SECURITIES RULEMAKING BOARD
Recommendations are being requested by the Nominating Committee of the Municipal
Securities Rulemaking Board to fill five vacancies on the 15 member Board. The
Board was established by Congress in 1975 to act as the primary rulemaking body
for the municipal securities industry. The Boards’ 15 members include five repre
sentatives of bank dealers, five representatives of securities firms, and five
representatives of the public not associated with any bank dealer or securities
film. The five member positions to be filled are for three year terms, beginning
10/81, and are for two representatives of securities firms and the public and
one representative of bank dealers. Recommendations for nominees to the Board
must include specific data and are requested to be on a form provided by the
Board. Copies of the detailed requirements and form are available from the
Washington Report at 202/872-8190, ext. 47.
SECURITIES AND EXCHANGE COMMISSION
A "fresh outlook" toward disclosure including voluntary reporting for some large
publicly traded companies under the 1934 Securities Exchange Act was proposed
3/24/81, by Commissioner Stephen J. Friedman, addressing the Financial Executives
Institute’s New York chapter. Commissioner Friedman, whose term at the SEC ex
pires 6/81, said that the Commission should experiment with its present disclosure
system, saying it would provide "useful and relevant experience." The proposal
would allow a company to forego filing annual reports with the SEC, quarterly re
ports or reports required when a significant corporate event occurs. The companies
would be subject only to an antifraud rule which would require current disclosure
of material facts to the securities markets and reporting to shareholders as
required under Regulation S-X, including management comments on financial state
ments. Commissioner Friedman noted that his proposal, which also includes similar
treatment for 1933 Securities Act registration, "represents m y personal views
and not those of m y fellow Commissioners or the staff." Friedman said that the
experiment should be limited to larger firms because they are already "closely
followed by an army of analysts for which the mandatory disclosure system appears
to mean the least." For smaller firms, Friedman said that current mandatory
formal disclosures are most useful in conveying information about the company.
He also noted that the SEC is looking "hard" at the possibility of a special
set of disclosure rules for smaller companies.

-2-

Three forms to be used by companies seeking to be regulated as business development
companies under the Investment Company Act of 1940 have been adopted on an interim
basis by the Commission. The three forms are: Form N-6F, a notice of intent to
elect; Form N-54A, a notification of election; and Form N-54C, a notification
of withdrawal of election. Public comment is being sought on whether the interim
forms should be adopted as permanent and if they should be amended. Comments are
requested by 6/1/81 and should refer to File No. S7-880. Additionally, the
Commission has made public the views of its Division of Investment Management on
the adaptation of certain existing registration statement forms for use by business
development companies. For additional information contact Dianne O ’Donnell at
202/272-2116.
SMALL BUSINESS ADMINISTRATION
SBA small business size standards for accounting, auditing, and bookkeeping, the
"Miscellaneous Services" category, could define "small" as 150 total employees if
current SBA thinking becomes adopted. The 3/10/80 Federal Register originally
published an advance notice of proposed rulemaking by the SBA which would have
affected approximately 700 industry groups, defining the term "small" for all groups
The new standards, if adopted, could affect or eliminate the eligibility of about
150,000 firms which participate in Federal set-aside programs, receive low-inter
est loan guarantees, or receive other preferential treatment reserved for small
business. Accounting, auditing, and bookkeeping was defined in the 3/10/80 re
lease as 25 or fewer employees, including all employees on the payroll whether
professional or clerical, full-time or part-time. The preliminary decision by
SBA to raise the number to 150 is not yet official, but is apparently based on
substantial public written comments and regional public hearings conducted by the
SBA. Publication is likely to await the results of a V5/81 hearing by the Senate
Select Committee on Small Business on the proposed SBA size standards. Sen. Orin
Hatch (R-UT), Chairman of the Subcommittee on Government Regulation and Paperwork,
will chair the hearing on behalf of the full Senate Committee. This decision,
according to the Committee, reflects the importance of the issue and the desire
to allow all members of the full Committee to make their views known.
Confirmation of Michael Cardenas to head the Small Business Administration was approved
by voice vote in the Senate on 3/26/81. Mr. Cardenas, a partner in the national
accounting firm of Elmer Fox, has nineteen years experience in the field of ac
counting, auditing, taxation and MAS. He has been actively involved in community
service organizations and numerous political campaigns. A member of the AICPA,
Mr. Cardenas' memberships also include California Society of CPAs, the Calif, and
National Society of PAs and the American Association of Spanish Speaking CPAs, of
which he was past secretary.
TREASURY, DEPARTMENT OF
To avoid delays in processing individual income tax returns claiming an Energy Con
servation Credit, the IRS has asked taxpayers to pay special attention to Question
A on Form 5695, Energy Credits.
If the question, "Was your residence substantially
c o m p l e t e d b y 4/20/77?" is answered "No," the credit may not be taken.
When a tax
payer fails to answer the question, the return is withdrawn from processing and
correspondence requesting the missing response is sent to the taxpayer. For addi
tional information contact the IRS Public Affairs Division at 202/566-4024.
Conditions under which partnerships with ten or fewer partners will not be penalized
for failing to file partnership tax returns have been announced b y the IRS. A
penalty will not be imposed if the partnership can show reasonable cause for fail-

-3-

ure to file a complete return. Partnerships with 10 or fewer partners will not be
subject to the penalty under the reasonable cause test as long as each partner fully
reports his share of the income, deductions and credits of the partnership. The
conditions are incorporated in Rev. Proc. 81-11, which will be published in Inter
nal Revenue Bulletin No. 1981-13.
Sponsors of certain collectively bargained for employee benefit plans may submit master
and prototype plans to the IRS National Office for approval, according to IRS news
release 1R-81-37. Until further notice, employer associations and labor unions
sponsoring eligible plans may ask the IRS for an opinion letter on whether the pro
posed form of a plan meets the Internal Revenue Code requirements for tax qualifica
tion. The test will determine whether the master and protopype program should be
expanded to include these plans. The IRS noted, however, that the test does not in
clude collectively bargained multiemployer plans. The official announcement, 81-60,
will appear in Internal Revenue Bulletin No. 1981-14 on 4/6/81.
SPECIAL:

PRESIDENT REAPPOINTS CERTAIN FORMER INSPECTORS GENERAL; CREATES NEW COUNCIL TO
COMBAT FRAUD AND WASTE IN GOVERNMENT PROGRAMS

Six Inspectors General, five of whcn previously served in that capacity, were appointed by
President Reagan on 3/26/81, with the appointment of the remaining ten promised
shortly. The announcement from the Office of the White House Press Secretary indi
cated that additional appointments could com e from those whose appointments were
terminated by President Reagan shortly after assuming office. The appointments made
by the President on 3/26/81 are: Robert L. Brown, State Department, a retired
foreign service officer; Paul R. Boucher, Small Business Adminstration, reappoint
ment; Charles L. Dempsey, Department of Housing and Urban Development, reappointment;
Thomas F. McBride, Department of Labor, previously Inspector General, Department of
Agriculture; Frank S. Sato, Environmental Protection Agency, previously Inspector
General, Department of T r a n s p o r t a
ion; and, James B. Thomas, Department of Education,
t
reappointment.
In a related matter, the White House also announced creation of the President's
Council on Integrity and Efficiency "a major step in fulfilling the President’s
promise to root out fraud and waste in Federal Government programs," according to
the press release. The Council will be composed of all 16 Inspectors General, key
officials of the major departments and agencies, with CMB, "providing support and
leadership." The Department of Justice and the FBI will "reinforce" the efforts
of the Council by coordinating the law enforcement and investigative activities of
the Inspectors General and the agencies.
For additional information, please contact Gina Rosasco, Jim Kovakas,
Nick Nichols or Kathee Baker at 202/872-8190.
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